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SOME PHASES 0 ?  MUTUAL INSURANCE IN  THE UNITED STATES.
The f i r s t  mutual insarance company o f  which we have any 
authentic record was known as the " Hand and Hand Contribution 
Soc iety  o f  London This organ izat ion  was formed by the "Poor
S o c ie t i e s "  o f  London and i t s  plan was that the ooorer c lass o f  
people should do something to he lp  one another and in th is  way 
r e l i e v e  the "Poor S o c ie t ie s "  o f  part o f  the care that th is  c lass  of 
people cause. This company was organized in 1696 and was very 
e f f i c i e n t .  Magnus however mentions in 1755 a "E ire  Casa" as having 
ex is ted  in Hamburg f o r  a very long time and as exact ly  representing 
the mutuals in England. I t  was a combination o f  Hamburg merchants 
f o r  th e i r  mutual p ro tec t ion  from f i r e .
mhe mutual form o f  insurance which we see is  o f  long standing 
in European countries, did not reach America unti l  1793. "Hie 
statutes o f  New York show that "The Mutual Insurance Company o f  the 
City  o f  Hew York" was incorporated March 23,1793, and th is ,  in a l l  
p rob a b i l i t y ,  was the f i r s t  mutual company estab l ished in this 
country. The next company that we have any record o f  i s  the 
"Washington Mutual", which was es tab l ished  March 30,1802.
These two companies were the pioneers o f  mutual insurance in
—th is  country, indeed, unt i l  183^ they did near ly  a l l  the mutual 
insurance that was done in America, because th is  form o f  insurance 
seemed to lapse in public favo r  and there was no inducement f o r  
new companies to organize.
As to the purpose o f  such organ izat ions, a mutual company, 
l i k e  any other insurance company, is  organized to d is t r ib u te
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su f fe r in g  more evenly, not to lesen the aggregate amount, '’’h is  is  
shown by the fa c t  that in a l l  these companies the "sum assessed in 
case o f  loss is  in proportion to the sum o f  the o r ig in a l  in ves t ­
ment". The fa c t  that they do d is t r ib u te  the load o f  su f f e r in g  more 
evenly is  one o f  the orime reasons f o r  th e i r  ex istence as part o f  
so c ie ty  because the "True use o f  so c ie ty  is  f o r  Mutual good".
Beginning with 1831 we see a r e v i v a l  o f  in te re s t  in mutual 
insurance. The r e v i v a l  began with the establishment o f  the 
"Schobaire Mutual" , which incorporated A p r i l  22,1831. Trom th is  
time on mutual insurance was an assured success. Mi thin f i f t e e n  
years a f t e r  the incorporation o f  the "Sehohaire" no less  than 
e ighty  companies were organized, and although they d i f f e r e d  in 
some minor d e ta i l s ,  yet a study o f  one w i l l  serve as a study Sf 
a l l .
The membership o f  a mutual company consists  o f  a l l  persons whc 
are insured in the company, and the management is vested in a
Hboard o f  trustees  or d i rec to rs  who are e lec ted  by the members o f  
the company. Herein is  one advantage o f  mutual companies. Hvery 
Insured person is  aninsurer and consequently there is  no inducement 
to  ra ise  the ra tes .  Safety ,  not p r o f i t ,  is  what is  sought a f t e r ,  
he rates and sums to be deposited by members are decided upon by 
the d i r e c to r s .
Trie ca p i ta l  fund is  that port ion o f  the oroperty  o f  the 
company set apart f o r  the payment o f  losses .  Th is  ca p i ta l  
consis ts  o f  the oromissory notes o f  members, the insurance rates 
paid in, the p r o f i t s  on past deal ings,  and the c e r t i f i c a t e s  o f  
d e p o s i t .
The l i a b i l i t i e s  o f  d i r e c to rs  andmembers vary a p-reat deal in 
d i f f e r e n t  companies. In the Schohaire the charter  says that "each 
d i r e c to r  sha l l  stand harmless and always stand to be indemnified 
by the members o f  said corporat ion in proportion to the amount 
that each member has insured by said coroorat ion, and that n e i th e r  
o f  said d ir e c to rs  sha l l  be l i a b l e  f o r  the de fau lt  o f  any o f  the 
other d i r e c t o r s " .  In the American Manufacturer's Mutual Assurance
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Company, jfo d i r e c to r^  or member can be held persona l ly  f o r  p o l i c ie s  
or contracts  o f  said corporat ion. In fa c t  the ear ly  s tatutes 
poverninr corporations say very l i t t l e  in regard, to the l i a b i l i t i e s  
o f  d i r e c to rs  and members. Corporations however were genera l ly
governed by th e i r  charters and the l i a b i l i t y  o f  a member or 
d i r e c to r  o f  a mataal insarance company was based anon what the 
charter  o f  that p a r t icu la r  company said in regard to i t .
The p r o f i t s  o f  a mataal company are always expended f o r  the 
b en e f i t  o f  the assured. In some cases the p r o f i t s  are d iv ided 
among the members while in other cases they are applied on 
oremiums to redace the ra te ,  mhe A t la n t ic  Mataal Insarance 
Company issues to the assured redeemable scr ip ,  representing a 
share o f  the p r o f i t s  o f  the business. In the United Insurance 
Company organized in 1341, in te res t  on sr-ock and p r o f i t s  of busi­
ness are d iv ided .  The part o f  the p r o f i t s  o f  a company that is  
kept with the ca p i ta l  fund as a oart o f  th is  fund is  jus t  as l ia b le  
f o r  losses and expenses as the ca p i ta l  fund i t s e l f .  This ca p i ta l
fand is  a lso taxable .
Mutual Companies at the present day in th is  country take a l l  
kinds o f  r isks ,  or, rather, there are separate comoanies f o r  each 
kind. Ws however sha l l  deal only with mutual f i r e  and l i f e  
insarance. We have no t iced  some o f  the more important fa c ts  
concerning f i r e  insarance now l e t  as look at mutual l i f e  insurance.
The f i r s t  mutual l i f e  insurance company estab l ished in the 
United States was organized in 183b. There was very l i t t l e  done 
in th is  l in e  f o r  some time fo l low in g  th is  and i t  was reserved f o r
the "Mutual L i f e  Insurance Company o f  New York" to advance thi3 
system to the pos i t ion  i t  now holds in the insurance Y/owid. This 
company was organized in 1842. Within the next few years many 
new companies were formed and severa l  la rge  English companies 
es tab l ished  o f f i c e s  in New York C ity .
In regard to the membership and government o f  the Mutual l i f e  
companies, they are but very l i t t l e  d i f f e r e n t  from those o f  the 
f i r e  mutuals. In mutual l i f e  companies the members get the 
b en e f i t  o f  the in te re s t  that accumulates from the moneys in the 
hands o f  the company. This i s  where mutual companies have the 
advantage over stock companies because in a stock company the 
insured gets  no b en e f i t  at a l l  from the in te r e s t  that i s  accumulat­
ing a l l  the time.
Tn a mutual company a person may be insured f o r  l i f e  or f o r  
a ce r ta in  number o f  years. In the l a t t e r  case a f t e r  the time is  
up the person may draw out. the money he is  insured f o r ,  or he may 
l e t  i t  remain and increase unt i l  h is  death. Insurance is  also 
w r i t ten  on j o in t  l i v e s  payable to the surv ivor .  L i f e  r isks  as a 
ru le  are only guaranteed to persons o f  general good hea lth .  The 
reason is  eas i ly  seen in the fa c t  tnat in insurance the law Oj. 
averages is  considered very important, and to insure an unhealthy 
person would be f o r  the company to guarantee a case that was not
general bat exceptional ,  arid l i k e l y  to change the death l i s t .  Of 
coarse a mataal company is  ran on near ly  the same p r in c ip le s  as 
any other insurance company with regard to the method according to 
which p o l i c i e s  are issued. This is  as i t  should be f o r  an 
insurance company is genera l ly  managed on near ly  as good business 
p r in c ip le s  as any in s t i tu t i o n .  As i t  i s  to the advantage o f  both 
insurer and insured to have th e i r  company a very sound one, there 
are very ra re ly  any bad r isks  taken.
one thing which at f i r s t  de feated one o f  the prime ob jects  o f  
mutual l i f e  insurance was the precedence a man's c r ed i to rs  had over 
h is  w i fe  and ch i ldren in the settlement o f  h is  es ta te .  This gave 
the c red i to rs  a chance to take a l l  the insurance money and leave  
the w i fe  and family  without any. The Leg is la tu re  o f  New York, 
recogn iz ing  in th is  something o f  an unjust nature enacted that the 
w i fe  should have a p r io r  claim t o 'h e r  husband's insurance money 
and be f r e e  from her husband's c r ed i to rs ,  provided the ra te  o f  
in te r e s t  paid by her husband had not exceeded three hundred 
do l la rs  per annum. This was enacted about 1844.
At th is  ear ly  time a good many mutual companies took both
f i r e  and l i f e  r isks .  In the case o f  both the general law o f
" r e g u la r i t y  in the aggregate"  i s  recognized. In the case o f  both
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a lso, the id e n t i t y  o f  both the isu rer  and insured causes a saving
o f  money, and losses  are reduced to a minimum. Of coarse the 
argument is  brought fo r th  that a l l  the care in the world w i l l  not 
lessen the death ra te .  This is  not an.argument that w i l l  hold at 
a l l  because i t  is  g ene ra l ly  recognized that sanitary  condit ions 
have a great deal to do with the death rate  o f  a community, and i f  
any thing i s  an incen t ive  to a man, surely membership in a l i f e  
insurance company is  an incen t ive  to work f o r  b e t t e r  sanitary  
condit ions, and in so doing secure b e t t e r  general health fu lness 
f o r  the people o f  h is  community.
Just as i t  i s  in the in te re s t  o f  a mutual l i f e  company to 
keep the number o f  deaths at a minimum, so i t  i s  to the advantage 
o f  mutual f i r e  companies to keep the number o f  f i r e s  down to as 
sinal 1 a number as poss ib le .  Tt w i l l  be understood how th is  i s  
done when we remember that the insured being the insurers, w i l l  
na tu ra l ly  be more ca re fu l  about th e i r  bu i ld ings .  They are 
in f luenced by th is  to keep a s u f f i c i e n t  amount o f  extinguishing 
apparatus on hand, to have th e i r  bu i ld ings we l l  supplied with water 
and to construct th e i r  bu i ld ings  in the f i r s t  p lace o f  mater ia l  
that is  not combustible. This la s t  however is  something that many 
w i l l  pay very l i t t l e  a t ten t ion  to because at f i r s t  i t  seem3 more 
expensive, although in the long run i t  w i l l  without a doubt prove 
the cheaper, method o f  construction.
A Mat ial f i r e  company's ch ie f  mission is  to prevent f i r e ,  by 
the co-operat ion o f  the owners, the a rch i te c t ,  and the contractor .  
When these three do th e i r  f a l l  share towards b e t t e r in g  the condit­
ions o f  bu i ld ings against f i r e  then mutual f i r e  insurance w i l l  have 
accomplished i t s  aim and the cost o f  insurance w i l l  have been 
reduced to a minimum. This p o l i c y  o f  the Mutual Companies i s  in 
d i r e c t  opposit ion to that o f  the stock companies, which often 
f i g h t  against improvements f o r  pro tec t ion  from f i r e  because th e i r  
p r o f i t s  come by charging high rates on bad r isks .
One thing that at f i r s t  caused a great hardship f o r  members 
o f  mutual insurance companies was the payment o f  very  la rge  y ea r ly  
div idends by the companies in years when the causa l t ie s  were few 
and consequently the losses  very l i g h t .  The companies o f  course 
did th is  to a t t ra c t  new members because the companies that showed 
he la rg e s t  div idend had the advantage when showing th e i r  b en e f i t s  
to new insurers. On the other hand these companies were in a very 
bad shape i f  a .year  came when there were many and very disastrous 
f i r e s ,  or i f  the death rate  was suddenly increased by an epidemic. 
These things were sure to come and then the companies that had 
been content with small div idends in prosperous years had the 
advantage because they did not need to put th e i r  rates beyond 
reach o f  the c lass  o f  people that insurance companies depend upon
f o r  th e i r  ex istence.
The mutual companies came to learn, th is  fa c t  a f t e r  one or two 
great  d isas te rs .  The great f i r e  o f  the warehouses in New York in 
1845 had a preat deal to do with teaching the companies the r igh t  
v.ay and i t  also had considerable to do with the development o f  
mutual insurance. Oat o f  a l l  the companies fo rced  to wind up their  
a f f a i r s  at th is  time, only two were mutual companies and even 
these two were able to s e t t l e  th e i r  a f f a i r s  s a t i s f a c t o r i l y  to their  
c r ed i to rs ,  a thing that the stock companies could not do. 
Consequently new insurers, and merchants who had prev ious ly  
insured in stock companies, seeing the advantage o f  the mutual 
companies were more favo rab ly  inc l ined  towards the mutuals and in 
th is  way gave them a great impetus. .
That mutual insurance i s  con t inua l ly  growing in popu lar i ty  is  
evinced by the fa c t  that so many lo c a l  mutual insurance companies 
are coming in to  ex istence.  This is  e sp ec ia l ly  true in the United 
States .  In New York State as ear ly  as 1845 very near ly  every 
county had i t s  mutual f i r e  insurance companies. In I l l i n o i s , v e r y  
many l o c a l i t i e s  have th e i r  mutual companies made up o f  farmers f o r  
th e i r  own protec t ion  against f i r e s  and tornadoes. Nven in our own 
county we f in d  a la rge  number o f  lo ca l  mutual insurance companies. 
Tnthe c i t i e s  merchants form mutual l i f e ,  f in e ,  and tornado
companies. The ins urance o f  p la te  g lass  by mut ia l  companies is  
very penalar.
Hot alone in these lo c a l  in s t i tu t io n s  does the mutual plan 
x i s t ,  but also in the secret  orders o f  the United States .  Mutual 
b e n e f i t  is  what a l l  o f  these orders are based upon and there are 
very few o f  them which do not have an insurance department attach­
ed. Tliere are a lso  many orders organized simply f o r  the purpose 
o f  insuring l i f e  on the mutual plan.
Long aro i t  was suggested that one day there would be in each 
country a system o f  na t iona l  insurance. This system would insure 
everybody that would work and help contr ibute to the rood o f  
soc ie ty ,  in every way poss ib le  against misfortune. ° f  course at 
the time the thing was laughed at as something that would never 
be p rac t icab le ;  but one would scarce ly  want to say that at the 
present time, f o r  in Germany to day there i s  a system o f  insurance 
which, though i t  probably does not go so fa r  as was suggested is ,  
neverthe less  a very successful s ta r t  in the r igh t  d i r e c t io n .  The 
system r e fe r r e d  to is  the Workingman's Insurance Company and i t  has 
been a vary great  a id  to German workingmen.
I f  we look back and consider the growth o f  Mutual insurance 
in the United States in the la s t  f i f t  r years how can we say that 
there is  no p rob ab i l i t y  of. ever having a system o f  mutual insurance
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that w i l l  not, o f  coarse, l igh ten  the en t ire  load o f  
bat w i l l  more evenly d is t r ib u te  i t  and make soc ie ty ,  
o f ten  the cause o f  a man's misfortune, help him bear
misfortune; 
which is  
i t .
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